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ABSTRACT 
 
Mergers and acquisitions is one of the most common ways for the companies that 
want a financial growth. Mergers and acquisitions are especially used in the 
shipping sector by firms that either want to expand in the global market or just 
want to maximize their profits. The purpose of this paper is to examine how 
mergers and acquisitions in the maritime industry affect the capital structure of 
the shipping companies. The data that are used are taken from well known 
databases such as Bloomberg, Thomson One and Yahoo Finance. There are 
presented 45 cases of mergers in the shipping sector. Those mergers are financial 
analyzed in order to figure out whether the mergers were profitable or not. 
Furthermore there are presented the results of the survey. There are presented the 
most important ratios of the shipping companies and a comparison between the 
year before and after the merger. Most of the companies that are in the survey are 
well known big and famous companies of the maritime industry. The results of 
this report are taken into consideration about the effects of M&As in the capital 
structure of the acquirer company. There is an examination of the debt and equity 
changes. However, there is no extensive survey in the M&As in the Shipping 
Transport Industry and therefore, this report attempts to give new evidences in 
this issue.  
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1. INTRODUCTION 
 
Most economists and analysts refer to the shipping sector as one of the riskiest 
sectors in the global economy. In addition they believe that it is one of the most 
interesting sectors in the global market. Moreover in the last 20 years the 
development of the sector made much more analysts to deal with this sector. 
Before that boom of the sector there wasn’t much interest and there weren’t lots 
of studies about maritime industry. Fortunately, the last years lots of people 
recognized the importance of the shipping sector and tried to make researches 
about it. Most of them tried to understand the reasons why the maritime industry 
developed so fast in the last decades and what means were used by the shipping 
industries in order to achieve their goals. Additionally, every year much more 
shipping companies enter to the stock exchange and try to expand in other 
markets. Most of them make mergers and acquisitions with other shipping 
companies in other markets. That is the most common way for the maritime 
companies that try to expand and want to become more financially stable. 
Because of the globalization there was an increase in the need of products and 
that is why there was increase in demand in the shipping sector.  The maritime 
firms also try to become more competitive and secure their profits because of the 
large development of the sector. Mergers and acquisitions according to a lot of 
researches is the most common path that the companies use in order to achieve 
their goals and maximize their profits. The choice of the companies in mergers 
and acquisitions is very significant for the future capital structure of the shipping 
companies, both the acquirer and the target. That is why there is need for good 
management that could be able to make quick and right decision making. 
Because the shipping sector have lots of regulations and rules for the companies 
it is difficult for them to expand in the global market. That is one more reason 
why shipping firms try to merge with other firms from another country.  
Generally the shipping sector is one of the most interesting sectors and according 
to economists it will develop more in the future. This project investigates the 
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maritime industry related to the M&As. There is provision of information of the 
shipping sector worldwide. The literature review is expanded to the themes of 
maritime transport industry and M&As and other issues extensively.    
 
2. LITERATURE REVIEW 
2.1 Literature in Shipping Sector 
In general there is a lot literature for the Mergers and Acquisitions but not many 
have made researches for mergers and acquisitions in the shipping sector 
specifically. In their survey Panayides and Gong (2002) included all sectors of 
shipping industry such as liner companies, tanker companies, dry bulk, reefer 
trades and third party maritime management. They concluded that consolidations 
takes place in all those sectors and also they stated that mergers and acquisitions 
are more preferable in recent years than alliances. In addition in Midono and 
Pitto (2003), have made a research about mergers and acquisitions and alliances 
and have concluded that alliances are not so popular because of the 
responsibilities and also because of their instability. They also referred to 
mergers and acquisitions as the more stable growth path for shipping companies 
due to the fact that alliances were not so stable and well-organized. Heaver 
(1996) also made a research about mergers and acquisitions and alliances. He 
used and compared the relationships between maritime firms, ports and other 
inland transport companies. He concluded that mergers and acquisitions is a way 
for the companies in the shipping industry to maximize their profits and expand 
in the global market. Another survey that was made for mergers and acquisitions 
in the maritime sector was the one from Brooks (2000). He states that another 
way for a company to grow is the related and unrelated diversification moves. In 
addition he refers to the relationship between buyer and seller in the maritime 
industry and characterized it as a partnership.   
Most of studies of mergers and acquisitions focuses on how efficient and 
profitable the mergers can be for the companies and also focuses on the strategic 
profits the companies could have. Trantwein (1990) made such a research and 
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Hopkinks (1999) made another one too. Furthermore a similar research about 
mergers and acquisitions is the one of Sharma and Ho (2002). Sherman in his 
survey in 2002 stated that the profitability of mergers and acquisitions is based 
on the structure of them.  Additionally, Bower (2001) examined mergers and 
acquisitions with the creation of a typology that he made on his own. 
Unfortunately, the typology of Bower was characterized as inappropriate for the 
study of mergers and acquisitions in the maritime industry. The reason that the 
typology was inappropriate is that it is based only for large mergers so it can’t be 
used for smaller between the firms. Furthermore it is not known how exactly it 
can be used correctly in the transport services. Another reason that the typology 
of Bower wasn’t accepted is that it can’t allow multiple motives. The amount of 
scientific papers that refer to mergers and acquisitions is big. Some of the papers 
such as Brooks and Ritchie (2003) focus on the strategies of the acquirer 
company. In their research Brooks and Ritchie (2003) state that most small and 
especially private companies understand that their size and their financial 
position will not permit them to succeed and expand in the market alone. That is 
why they merge with large companies that can provide them security, minimize 
risk in the global market and maximize their profits.  
In the paper of JoMc Bridge and John Stirling there is an analysis of mergers and 
acquisitions in the shipping sector of Tunisia. They refer to the role of shipping 
industries and the complexity that exists between regional and local officials. 
They also commented the relation structures between employers and employees 
in the maritime industry. They concluded from their research that the mergers 
and acquisitions between maritime firms were mostly hostile. 
In their survey, Marina z. Solesvik and Paul Westhead (2010) in Norway they 
tried to find out the criteria that maritime firms select their partners in a merger. 
They refer to the choice of the right partner as a competitive advantage for the 
firms and as a very important factor for their future outcomes. They concluded 
that when the mergers had been carefully selected they were very successful. 
Furthermore they stated that most of the mergers and alliances that had been 
successful were that in which the companies were honest and had common 
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strategy. Finally, they referred to alliances in which the firms were financially 
stable and as a matter of fact could be very competitive in the maritime industry.  
Another important paper about mergers and acquisitions in the trade market is 
the one which was written from John Gernard. His goal was to examine mergers 
and acquisitions in the shipping sector that were cross border. In his survey he 
also tried to understand the reasons that the maritime companies prefer to expand 
through mergers and acquisitions. He concluded by his research that because of 
the globalization in all the sectors of the economy, shipping firms tried to 
penetrate in other countries by mergers and acquisitions. Finally, he stated in his 
paper that the new way to counter balance the strength of the maritime firms is 
called cross border trade union mergers.  
One more research about the shipping sector is the one of Syriopoulos (2007) 
who focused on the financial analysis and the tools that maritime use in order to 
maximize their profits. His survey emphasized in Greek shipping companies 
which according to his research use both traditional and modern financial tools. 
Furthermore, he refers to the huge development of shipping industry which 
resulted in huge profits and expansion to the market of the maritime companies. 
Finally, he makes some provisions about the future of industries in the shipping 
sector and their financial growth.  
Another research which refers to the shipping sector is that which was made by 
Grammenos and Arkoulis(2003). In their research they tried to analyze the 
factors that affect primary pricing of the maritime high yield bond offering. Their 
survey focused in the US in the period 1993-1998. They concluded that the 
factors that affect the pricing are rating, years to maturity, security, float etc.  
A survey from Mulligan and Lombardo (2004) focused on behavioral stability 
and efficient pricing of the market. According to their research and analysis 
financial derivatives in the shipping industry aren’t priced efficiently.   
It is generally considered that the shipping sector in the last decades had a large 
development due to the globalization and the excessive need of the market. In the 
19
th
 century the shipping industry was separated in two categories, liner and 
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tramp.  Liner sector concluded the ships that carried general cargoes either 
finished or semi-finished manufactured supplies while tramp sector concluded 
the ships that carried bulk cargoes such as coal, ore, and fertilizers. Until the 
1970s the shipping sector didn’t present any differences. In the last decades the 
hipping sector had developed a lot. For example the liner industry included new 
designs of vessels, global door to door traffic, and development in technology, 
alliances and international mergers. Those changes transformed the liner sector 
which became the characteristic of a globalized multinational shipping company. 
On the other hand the tramp sector did not develop in that level because it did not 
involve new technology developments or great changes in its organization or its 
general structure. The tramp maritime industry includes private, small and 
medium sized companies worldwide. Furthermore it takes into account some 
large international companies which have their basis in most important financial 
and shipping centers in all over the world.  Shipping markets have followed the 
past years the path to globalization and specialty and that is why they had shown 
such a development.  
It is generally stated that the shipping industry is a global industry that is 
influenced by the general market demand. It is closely affected by the level of 
economic activity in the world. If there is higher level of economic growth there 
will also be higher demand in industrial materials so there will be more imports 
and exports. The shipping sector is cyclical in nature and in addition it is volatile. 
There are lots of benchmarks in the maritime transportation that determine 
freight rates.  The most known are the Baltic Freight Index, the Baltic Handymax 
Index mostly for dry bulk sector and the World Scale especially used for tankers. 
The transportation of the global and European external trade in a percentage of 
90% is completed by the shipping industry. Globally there are more than 94.000 
ships and most of them are dry bulk carries and oil tankers too. Shipping 
companies in Europe control more than one third of the fleets worldwide.  
It is a matter of fact that in the last years there is a huge development in the 
maritime sector. As the demand of shipping services increased in the recent years 
there was an increase in the orders of new vessels especially after 2004. In 
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addition the ship owners had large profits and also invested large amounts of 
money in their companies. What is more the increase in profits created more 
competition among the shipping companies. That is one reason why the majority 
of the maritime firms tried to expand their business through mergers and 
acquisitions or through alliances. The last years the shipping industry had a 
period of restructuring and consolidation because of the globalization. 
Furthermore, during the last decades appeared not only many interesting business 
opportunities but as well as new challenges for the companies.  The high 
competition in the sector created the need for combination of low costs and high 
quality services. By that way the companies tried to please their customers meet 
their needs and expand to other markets. The shipping firms had to be more 
efficient and bought new vessels which were larger and more expensive. With 
their new equipment tried to decline not only risks but also overall costs. In order 
to be competitive a shipping company needs to have efficient management that 
has knowledge of the shipping industry and in addition has the ability to identify 
opportunities and manages risks efficiently. It is a matter of fact that due to the 
globalization the shipping sector changed a lot. More opportunities and 
challenges were created and new strategies were needed in order to deal with the 
changes both in the shipping industry and in all the other industries. The 
importance of the shipping industry can be understood if we suppose that there 
was no trade. Without shipping the imports and exports of the goods wouldn’t be 
possible. As a matter of fact the half og the world would starve and the other half 
would freeze. North America, Europe and Japan are still an important power in 
the industry. In addition, the last years Far East and South East Asia increased in 
growth in the shipping sector. Other countries that are major labor suppliers are 
Greece, Japan, Russia and the United Kingdom.  
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2.2 Literature on Mergers and Acquisitions 
 
Over the last two decades mergers and acquisitions have increased globally as an 
alternative to generate corporate growth. There are surveys that analyze the 
Mergers and Acquisitions in the maritime industry. One of them is the paper of 
Mary R. Brooks and Pamela Ritchie (2000) in which they try to examine the 
patterns of the mergers and acquisitions that are related to the shipping industry.  
According to a global survey the 40% of the mergers and acquisitions in 
maritime transport sector were cross-border deals. The 36% of the cases were 
either financial restructurings or acquisitions of assets. The remaining 634% of 
the cases was examined and the conclusion is that the industry is also embarking 
on alternative patterns of growth such as strategic and synergic expansion.  
In the paper there is also reference in the shipping industry which is generally 
considered to be categorized in two major groups. The first is the tramp market 
and the second the liner market. According to the authors the shipping sector is 
quite fragmented with a few exceptions in large tanker and dry bulk companies. 
Additionally it is mentioned that the liner shipping sector has been consolidating 
and the top five companies controlled the 44,1% of the slot capacity in 90’s and a 
percentage of 48,2 in 2003. 
According to the survey the majority of mergers and acquisitions (73%) have an 
acquirer that is not a financing or holding company. The domestic Mergers and 
acquisitions those that the nationality of the target company is the same as the 
acquiring company is the 60.4% of the total number of the mergers and 
acquisitions in the shipping sector. Normally it would be expected that the 
majority of the Mergers and acquisitions would be predominant than domestic 
due to the fact that there is lack of national regulations restricting foreign 
ownership of international shipping in the majority of the countries. On the other 
hand it is logical that ship owners would try to limit their liabilities and of course 
the taxation through the creation of one ship company and through the use of 
convenient flags. 
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In general the pattern of Mergers and acquisitions in shipping industry doesn’t 
seem to differ a lot from those in other industries.  In that particular survey there 
is also presented the separation of Mergers and Acquisitions in different types. 
The mergers are separated as consolidation, related diversification or unrelated 
diversification. Moreover, there are lots of motives for Mergers and acquisitions 
in the shipping sector such as aggressive extractions, synergic expansion, 
strategic expansion and regulation induced.  
From that research it can be said that the maritime sector doesn’t have much 
differences from other sectors.  In order to understand merger motivations in the 
shipping industry there is a need to consider additionally the usual motivations to 
the acquirer. The majority of the maritime transport companies try to develop in 
new geographic markets and manage to do so with minority acquisitions. 
 Another paper that refers to mergers and acquisitions in the shipping sector is 
the one of Aristeidis G. Samitas and Dimitris F. Kenourgios (2005). They try 
with their research to find out the behavior of the stock returns in the tramp 
shipping sector after the announcement of their mergers and acquisitions. Also 
they try to investigate the differences that are originated from the mergers and 
acquisitions on the firms’ stock values. In order to accomplish their research they 
use event and study analysis and bootstrap. The firms that are included in the 
survey are from NASDAQ and NYSE. According to Samitas and Kenourgios’s 
research (2007) there is a positive impact in tramp firms’ stock return after the 
announcement of their merger and acquisition. That conclusion of their research 
is highly important and plays a key role for shipping companies that want to 
challenge and form a higher financial value. 
In their paper James P. Walsh (2006) they tried to find out the effects of the 
mergers and acquisitions in a firms management. Their research involves the 
employment status of the acquirers’ management for a period of 5 years after the 
merger or the acquisition. They concluded that turnover rates in management 
teams of the acquired company are much higher than the normal turnover rates. 
Moreover according to their survey the top management of the firm is probable 
to turn over sooner than the other employers of the firm.  
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In her paper Nancy K. Napier (1989) deals with mergers and acquisitions, human 
resource issues and outcomes. She tries to analyze the results of mergers and 
acquisitions on human resource issues. Moreover in her paper she proposes a 
framework in order to classify mergers and acquisitions. Last but not least she 
analyzes the types of mergers, management issues and also the most important 
outcomes for a firm after the merger or the acquisition. Another research about 
mergers and acquisitions is that by Morellec and Alexei Zhdanor (2003). In their 
survey they try to evaluate the stocks of the companies after the merger. Their 
research is based on a new model that solves option exercise the values between 
the shareholders of the bidder and the target firm. In addition their model relates 
the returns to the drift, volatility and correlation coefficient of the two 
companies. Finally, the model presents the benefits after the mergers which are 
related to the stock returns of both the companies that make the merger. 
A research about shareholders’ wealth after mergers and acquisitions is one that 
was made from Deepak K. Datta, George E. Pinches and V. K. Narayanan 
(2006). In their study they tried to analyze the results on the wealth of the 
shareholders after the merger. They concluded that the shareholders of the target 
company gain more than the shareholders of the bidding firm. Additionally, they 
state that when there are lots of bidders they influence the bidder’s return and 
when there is presence of regulation changes or tender offers affect the returns of 
the target. 
The paper of Nam-Hoon Kang and Sara Johansson (2008) analyzes the cross-
border mergers and acquisitions between the period 1991 and 1998. According to 
their survey cross-border mergers and acquisitions are more than 85% of the total 
foreign investments. The increase in mergers and acquisitions is a result of the 
huge competition and of the new market opportunities globally. In addition they 
state that the main reason for that increase is the need for intangible assets such 
as technology, human resources or brand names. Last but not least, they believe 
that a policy framework influences the gains and the growth both for the home 
and the host companies that merge.  
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In his research Ljetil Bjorwath (2003) presents a cross- border mergers and 
acquisitions. He analyzes the reasons why the mergers and acquisitions increase 
the last years globally. Last but not least, is the paper of Gunter K. Stahl and 
Andreas Voigt (2005) that examines whether the cultural differences between 
companies influence their mergers or their acquisitions. They present a model 
that includes mechanisms which combine culture and mergers and acquisitions. 
They conclude that differences in culture between the bidder and the target 
influence the gains and profits of the mergers and acquisitions and also influence 
shareholders’ value. In their paper it is also mentioned that the effects on cultural 
differences vary from case to case and can affect in different ways the 
companies.  
According to a lot of economists a merger is attractive for the shareholders of the 
companies involved if there is an increase in the value of their shares. The factors 
that may affect a merger are numerous and differ from time to time. Some of 
those factors can be economies of scale in production, management, distribution, 
technology, the acquisition of new channels of distribution and cross selling of 
the companies’ products. On the other hand in practice some of the mergers are 
much difficult than they initially appeared to be so the results of them can be 
disappointing. In the last years a lot of mergers have been made because of the 
changes in technology and the globalization of the markets.  
Legal form and tax considerations 
In a merger the surviving company assumes the whole amount of the assets and 
liabilities of the merged company that used to operate as a separate unity. In 
order to make a merger there is a need of at least 50% approval of the 
shareholders of each company.  In the case of an acquisition the buyer purchase a 
percentage or all the assets or the stock of the selling firm. The kind of the 
transaction is determined usually by taking into account the tax consideration, the 
legal requirements, the capability of the shareholders approval etc.In the case of a 
stock purchase the acquirer is the main or the unique shareholder of the target 
and the corporate entity of the target is not affected except from the case that the 
target is consequently merged into the acquirer. When there is a stock purchase 
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there is no tax enforcement at the corporate level and the acquirer can use the net 
operating losses of the target. On the other hand the shareholders of the target are 
taxed on their capital gains. The main advantage of the stock acquisition is that 
there is no necessity of assignment of existing contracts. In the case of an asset 
purchase there is avoidance of some main difficulties that there are in stock 
purchase such as the assumption of potential liabilities. In an asset purchase the 
selling corporation is taxed in corporate level and the acquirer cannot use the net 
operating losses of the target but can step up the acquired assets and also 
amortize goodwill.When a merger exists has legal consequences such as those in 
a case of an acquisition of stock. In general there is avoidance of reassignment of 
contracts and the outcome is the assumption of the liabilities of the target. The 
most common type of a merger is the forward merger in which the target ceases 
to operate and is merged into the acquirer or in a subsidiary of the acquirer. 
When the target is merged in a subsidiary of the buyer the case is called a 
triangular merger because it involves not just two but three entities.  Another 
merger that is used is the reserve subsidiary merger in which a subsidiary of the 
acquirer is merged in the target, so that the target is the surviving entity. In that 
type of merger there is no transfer of contracts or licenses which are held from 
the target. Companies usually make that kind of triangular mergers in order to 
avoid tax enforcement and just have tax- free transactions. Moreover they keep 
the assets of the target separated from those of the acquirer and in most of the 
cases they do not need the approval of the acquirer’s shareholders. A merger can 
also be considered as friendly or hostile according to the bidding strategy. In a 
friendly takeover before the bidder makes the offer for the other company it 
usually first informs the board of directors. If the board decides that the proposal 
of the bidder may be profitable for the company they recommend the 
shareholders to accept the offer rather than reject it. In the case of a private 
company usually the board of directors and the shareholders are the same people 
or closely connected so the private acquisitions are usually friendly.  
On the other hand a hostile takeover exists when the board of directors is 
unwilling to agree with the proposal of the bidder. In the case that the board of 
directors rejects the offer and the bidder continues to pursue it or if the bidder 
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makes the offer without informing the board of the target company the takeover 
is considered to be hostile.  
Between friendly and hostile takeovers Friendly takeovers are usually at a lower 
acquisition premium. More often hostile takeovers attract new bidders who will 
not be interested in the target otherwise. Generally friendly takeovers are 
preferred because there process by that way is more easy due to the fact that the 
two parties cooperate. Additionally they are less costly than the hostile mergers 
and can be done more quickly. 
One of the most important factors in mergers and acquisitions is both the buyer 
and the seller to understand the volume, the terms and the trends of the merger or 
the acquisition. Moreover, it is useful for the two parts to know the reasons why 
the other side wants to merge. By that way it is easier to understand the strategy 
and the financial situation of the other side and decide clearly either for the 
acceptance or the rejection of the proposal. 
The different types of acquisitions usually are horizontal acquisition, vertical 
acquisition and contiguous acquisition. In a horizontal acquisition a company 
acquires another firm in the same industry. Usually the reason for that type of 
acquisition is to increase the market share and improve its products. When a 
vertical acquisition occurs a company tries to acquire a supplier, a distributor or a 
customer. By that way the buyer tries to control sources or suppliers which are 
needed in the production and minimize the costs. Last but not least, in the case of 
a contiguous acquisition the buyer may see some acquirers as an opportunity to 
expand in other industries on related technologies or other resources that are 
needed for another industry. 
As it happens in the case of a merger, when an acquisition is planned there is 
need for information for both the companies that involve in the acquisition. The 
goals and the strategy of both the companies should be considered carefully in 
order to have a successful acquisition. The most common and important goal for 
an acquisition is the increase in net cash flows or the decline of risk, or both. It is 
a matter of fact that the management that deals with the acquisition is very 
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important for its success or for  its failure. The management usually is more 
effective when it consists of different teams from several areas of the companies 
such as marketing, operations or finance. That kind of strategy is more effective 
because each of the managers focuses on different target and gains of its specific 
department. In addition each manager provides his concerns and his provisions 
about a specific proposal of an acquisition. Discussion between different 
managers of the company usually results in a more accurate and successful 
acquisition. The increase in mergers and acquisitions in the last years had lots of 
effects in the global economy. Lots of economists focused on the analysis of 
mergers and acquisitions and stated that there are 10 big changes that occurred in 
the market because of that huge increase in mergers and acquisitions. According 
to them one of the change is the huge technological revolution that occurred 
because if the mergers. Another change is the decline in costs of communication 
and transportation. Moreover, the scope of the markets after the increase in 
mergers and acquisitions is now international. The competition for the companies 
in all the industries is nowadays higher. In addition, new industries have entered 
the market in the last years. Regulations have also increases in some industries as 
a result of the increase in mergers and acquisitions in the global market. It is a 
matter of fact that there are lots of economic and financial changes in the market, 
too. Another change that occurred due to the increase of mergers and acquisitions 
is the strong economic growth in all the industries. In addition there was variance 
in income and wealth of the firms. Last but not least, due to the mergers and 
acquisitions equity returns have increased in very high levels.  
 
2.3 Literature on trade off theory and pecking order theory 
 
There are lots of cases in which the Trade Off theory was questioned. Miller for 
example made a survey for the Trade Off theory. According to him taxes are 
large and they are certain, while on the other hand bankruptcy is rare so it has 
low dead weight costs. He also made the suggestion that if the Trade Off theory 
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was accurate then the companies must have higher levels of debt than they have 
in reality. 
One of the approaches of the Trade Off theory is the one of Tian Zhao and Raul 
Susmel (2004). In their research they use the Kalman filter so as to test the 
standard trade off model of capital structure. In this specific model the observed 
realized debt to equity ratio is taken as the weighted average of two other ratios, 
the unobservable target debt to equity ratio and the debt to equity ratio of the last 
period. Zhao and Susmel use the Kalman filter because it gives them the 
opportunity to estimate directly the unobservable debt to equity ratio. The 
conclusions that are presented in their paper is that they Trade Off theory model 
can’t be rejected for the 32% to 52% of the firms in the sample they use at the 
standard of 5% level. Additionally they test whether the target debt to equity 
ratios have relation to the fundamental variables which are proposed in the 
corporate structure literature. Finally, their conclusion is that there is support for 
their estimates and for the Trade Off theory. 
Even though the Trade Off theory had a lot of criticism it still considers being 
one of the representative theories of corporate capital structure. Additionally the 
flexibility of its model is very hard to reject empirically. 
There have been made a lot of tests in order to prove that the Pecking Order 
theory is right. Most of them couldn’t show the importance of the Pecking Order 
theory in determining the capital structure of a firm. A lot of authors have 
concluded that there are instances where there is an approximation of reality.  
One survey that tried to understand the Pecking Order Theory is the one of 
Murray Z. Frank and Vidhan K. Goyal (2007). In their research they also try to 
compare the Pecking Order theory and the Trade Off theory. Using a broad cross 
section of US companies from 1980 until 1998 they test the Pecking Order 
theory corporate leverage and additionally make the comparison with the Trade 
Off theory. In their survey there is provided an origin of the conditional target 
adjustment structure as a better empirical test of mean reversion. Unfortunately 
the predictions of the Pecking Order theory didn’t hold in the data. On the other 
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hand the Trade Off theory proved to be right for those companies. Robust 
evidence of mean reversion in leverage was found by Frank and Goyal both in 
conditionally and unconditionally financial factors. Another conclusion is that 
the leverage is more persistent at lower levels than in higher levels. Additionally, 
when there is debt is established there is no replacement dollar for dollar by new 
debt and as a matter of fact leverage declines. Finally they support that large 
firms increase their debt in order to pay the dividends while small firms reduce 
their debt while they pay dividends.  
 
 
3. METHODOLOGY    
Strategic Process 
Corporate finance and its tools are the essential ways to cover the decisions and 
the actions of every company. The main goal of the managers is the 
stockholders’ wealth maximization. Managers are making the appropriate 
decisions on which investments to take and how to finance them. In order to 
finance the investments, the firms get loans from the banks or issue bonds, in 
many cases both ways occur at the same time. Mergers or Acquisitions are 
options of investing movements that can cause higher profitability to the firms, 
but also can be the reason of default. Corporate Finance examines the Financial 
Statements, Income Statements and Balance Sheets in purpose of extracting the 
results of the investments. Another issue is that, even though, the income 
statements allow estimating the profitability of the firms in fixed terms it is also 
crucial to measure the profitability in terms of percentage returns, Damodaran 
Aswath (2006). 
There are several approaches which can be applied in various procedures of 
mergers and acquisitions in order to evaluate the aftermaths. James E. Owers, 
Bing-Xuan Lin, Ronald C. Rogers (2008), they estimated the returns and the 
ADR abnormal returns of the target and the acquirer. They also calculated the 
cumulative abnormal return (CAR). The findings of this research were that in the 
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cases of cross border M&As, the value of the target is increased since there is 
acquisition using equity, while for the acquirers on average the returns were 
negative. The same empirical methodology is used by Dirk Schiereck, Christof 
Sigl-Grόb, Jan Unverhau (2009) in their survey, the formula of abnormal returns 
is utilized for individually target and bidder companies. In order to examine their 
hypothesis they run a regression of wealth gains on dummy variables for the 
acquirer and target advisor tier, on various control variables. The findings of this 
research assume that there is no significant difference in the returns between the 
bidder and the target. Another approach of deciding whether the M&As are 
profitable or not, Greg N. Gregoriou, Luc Renneboog (2007) estimated the 
profitability of the merged companies after the event and the performance in the 
absence of the merger by calculating the sales. The results of this project are 
showing that the merged firms increase their profitability in the event on 
increasing their efficiency. According, to Theodore Syriopoulos and Ioannis 
Theotokas (2007), there is a research for a merge following a four-step 
procedure. There is the estimation of the expected returns, the estimation of the 
abnormal returns, the cumulative abnormal returns and finally the execution of t-
statistic showing the statistical significance of the abnormal returns. This 
research sets the basis on how related is the corporate governance with the 
activities of mergers and acquisitions.  
What is more, there have to be made some adjustments in the financial 
statements which show the reported accounting information and the financial 
position of the company. The reasons of the existing differences between the 
market value and the values in the financial statements are raised from the 
change in the form of accounting method. Another reason is the market value of 
the assets carried on the companies’ books. As regards the balance sheet 
adjustment, it is necessary for the book values to be changed into market values. 
The market value, either for an asset or for a firm, presents the value of liquid 
condition or, occasionally, the historical value. In this report the book value of 
debt is considered to be equal to its market value. What is more, some changes in 
the Income Statement have to be occurred so the company’s reported financial 
performance to its real economical performance. 
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After extracting all the necessary data from the Thomson One and Bloomberg 
databases, there is the estimation of various indicators in an Excel file. The 
survey focuses on the companies’ performances the year that the M&A was 
completed and compares them with next year’s performance. In order to have a 
complete view of the performance the beta (β), EBIT, interest expenses the tax 
rates and the risk free rates were found and as granted from the Databases. At 
this point, it has to be mentioned that as far as the risk free rate is concerned, it 
was calculated taking the daily average price of the 10 year Treasury Bond of 
each country for every year. The market value of equity, the market value of 
debt, the cost of equity, the Weighted Average Cost of Capital is all executed by 
the data of the financial statements. Next step is to define the rating for each 
company and each investigating year as it is stated in the MorningStar , using the 
Excel file of Aswath Damodaran, Applied Corporate Finance (A User’s Manual), 
2
nd
 edition, 2006, Wiley. From this file the results that are implied are not only 
the rating, but also the default spread, the cost of debt and finally the after tax 
cost of debt.  The final stage is to estimate important ratios and indicators in 
order to compare and contrast the performances of the two years in each M&A. 
The outcomes would show whether the M&As have been, in each case, boosting 
the financial growth of the companies. Hence, it has to be underscored that 
M&As do not guarantee any progress in the profits or bigger pie of the market. 
ROA (Return on Assets), estimates the operating efficiency of a firm in 
generating profits from its assets. 
                  
                                          
           
                      (3.1) 
 
By untying the operating effects from financing operating effects the ratio 
provides a more accurate estimation of the real return on these assets.  
 
ROC (Return on Capital), measures the return related to the operating income to 
the capital invested in the firm. Capital is the sum in the book value of the equity 
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and the debt. It reveals an important measure of the true return earned on capital 
employed. 
                   
          
                      
                                                           (3.2) 
 
Return on Equity (ROE), measures the profitability from the equity investor 
point of view, net profit after taxes and interest expenses, to the book value of the 
common equity. At this point it has to be mentioned that stockholders who hold 
preferred stocks do not have the same claims on the company as the common 
stockholders have, so the net income has to be calculated after the preferred 
dividends and the common equity should exclude the book value of the preferred 
stock. 
                  
                   
                   
                                                           (3.3) 
 
Interest Coverage Ratio estimates the company’s ability to pay the interest of the 
pre-debt and pre-tax earnings 
                         
                                  
                 
                              (3.4) 
Debt ratio, this ratio examines the ability of the firm to pay back the principal on 
outstanding debt.  
Debt to Equity Ratio = Debt / Equity (at this point it should be mentioned that in 
the calculation of this ratio we use the book values of debt and equity) 
Earnings per Share (EPS), presents the value of the profit after tax, interest and 
dividends to preference shares earned for each ordinary share. 
                   
                                        
                             
                            (3.5) 
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PE ratio estimates the market capacity in the shares of the company. In the 
market price we should also take into account the inevitable changes in the 
earnings arising from macro economical factors such as political factors. 
     
        
 
           
                  
                                                                               (3.6) 
 
The dividend yield or also called the dividend-price ratio on a company stock is 
the company's annual dividend payments divided by its market capitalization, or 
the dividend per share, divided by the price per share and it is usually expressed 
as a percentage.  
 
               
                           
                              
                                                 (3.7) 
Times interest earned (TIE) or interest coverage ratio is a measure of the 
company's ability to meet its debt payments. It could be calculated as either EBIT 
or EBITDA divided by the total interest payable. 
                      
              
                
                                                         (3.8) 
 
 
Capital Asset Pricing Model (CAPM) - Cost of Equity 
This model is the most usable as long as it meets the standard of real life 
measures. In order to avoid specific risk, investors prefer to diversify their asset 
allocation and portfolio. The returns and the benefits of the diversification reduce 
the portfolio allocation; in some cases they do not cover the transaction and 
monitoring costs. Moreover, there are some undervalued assets so investors 
choose not to hold them. In the formula of Capital Asset Pricing Model 
transaction costs are not existed. What is more, all assets are available to be 
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traded and there is no private information. To execute the CAPM formula we 
should use three (3) inputs:  
 Rf, Risk-free Rate which is asset that its expected return is known to the 
investors 
 E(Rm) - Rf , the risk premium includes the risky assets in the market as a 
classification 
 β, beta is the covariance of the asset divided by the market portfolio, in 
other words it is the risk added for the investment to the market portfolio 
                                                                          (3.9)       
    
                                                                  
                                                                                                                         (3.10) 
Country Bond Default Spread, there are many ways to estimate the country risk 
but the easiest one is the rating assigned to a country’s debt by a ratings agency  
such us Moody’s and S&P. Furthermore, the ratings come with default spreads 
over the U.S. Treasury Bond. Often, the default spread is added to the U.S. risk 
premium and multiply it by the beta. Consequently, the high beta companies 
increase their cost of equity and the contrary; the low beta companies decrease 
their cost of equity.  
Cost of debt calculates the current cost of the firm which borrows funds to 
finance its investing projects. It also, includes three (3) factors: 
 The default risk of the company 
 The current level of interest rates. When the rates increase then the cost of 
debt of the firm also increases. 
 The tax rate which is involved with debt 
                                                                 (3.11) 
IHU MSc In Banking and Finance 
Candidate 
Numbers:1103100022, 
1103100023 
 
 24 
 
  The weighted average cost of capital (WACC), is the rate that a company is 
expected to pay on average all its stockholders and bondholders, to finance its 
assets. The weighted average cost of capital is the minimum expected return that 
a company must make on an asset base to satisfy its, owners creditors, and any 
other provider of the company’s capital. Firms raise money from a number of 
sources such as common equity, straight debt, convertible debt, exchangeable 
debt, options, liabilities and   stock options. What is more, different securities are 
supposed to make different returns. Weighted Average Cost of Capital is 
estimated by taking into account the relative weights of each factor of the capital 
structure and its usefulness  is to examine whether an investment project should 
be undertaken or not. 
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There are quite few ways for all the companies worldwide in which they can 
finance their investments and their projects. These are either to raise money from 
the debt, or from the equity. Stocks and bonds can make the differences between 
debt and equity more distinctive, but the cash flows are what characterized the 
style of financing the companies. For example, equity is what remains to the 
holders after all the liabilities are settled. On the other hand, the debt contains 
cash flows including principal payments and interest that are owned to the 
holder. What is more, the debt claim is in priority to be paid on the arrangement 
time even in bankruptcy regime, while the equity in all firms has longer duration 
and in many cases has infinite life. At this point, it has to be mentioned that when 
a security has characteristics from both equity and debt is called hybrid security.  
There is distinct difference between private and public companies when they 
want to raise capital and funds. The latter situation is more privileged as the 
firms belong in this category can issue securities, such as stocks, while those in 
the first category are not allowed to and they are relied on private equity. Issuing 
stocks, also called common stocks, can give the chance to public or those which 
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are going to be public, companies to raise equity in a simple way as it is included 
in the financial statements of the firms. Alternatively, warrants are another way 
for raising funds. Warrants can give the right to the holders to buy shares of a 
company sometime in the future at a pre-fixed price that is prior paid. These 
securities can offer quick cash flows to the companies at periods that their 
existing cash flows may be low or even worse, negative. 
On the other hand of options to claim funds stand debt, simple meaning, and 
borrowing money. As it mentioned above, debt is cash flows with a mandatory 
characteristic that is has to be paid back on time and before equity. The first 
source and most commonly chosen for borrowing money is banks. The 
obligation of the firms which borrow money from banks is to pay back the 
interest and the principal payment. Moreover, having company borrowed money 
from a bank, is becoming more reputable as its financial information are 
revealing to the public. This way is much easier than issuing bonds, due to many 
costs and they have to be rated by a rating agency. Additionally, the banks offer 
to companies amounts of money that can be used at the time needed and only 
when they are used the interest cost has to be paid. This is called as line of credit 
and it can be used either for short-term or long-term borrowing. Bonds still can 
be a very profitable option for a company to be fund. It concerns the public 
traded companies. An advantage of issuing bonds is that the risk of default is 
taken by huge amount of bondholders and these bonds can be convertible bonds, 
it means that these bonds will eventually be turned into common stocks. Another 
one is that the bonds could be short-term or long-term and the interest payment 
could also vary from fixed rates to floating rates. Furthermore, an optional way 
for a company to borrow money is leasing. Leasing allows the borrower to use 
the assets that wanted to buy, by paying fixed payments to the owner. The 
leasing arrangement is separated in two categories, financial and operating 
leasing. The first type includes contracts that cannot be canceled and last for the 
life of the asset. The latter category concerns contracts with smaller duration than 
the asset’s life and the payments are lower than the real price of the asset. 
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As we can realize from the above, there are two ways of financing, the internal 
and the external financing. In the internal way the new cash flows come from the 
existing assets of the company. The external financing, on the other hand, is 
appeared when the cash flows are raised outside the company and the types of 
the new cash flows can be equity, debt and hybrid securities. According to the 
Capital IQ – Compustat , the vast majority of the listed companies in the United 
States between 1975 and 2001, prefer the external financing and especially 
through the debt. Private companies, which have high growth, can have access in 
bigger source for financing investment when they become public and the first 
step is the Initial Public Offering. It is common place that a company cannot only 
recover but make great progress only when takes the chance to invest in grand 
investing projects making the right financial decision. It is true that when there is 
lack of investments and projects in the corporations, there is also suspicion and 
cautiousness about the viability and the prosperity of the firm and as a result may 
be the difficulty in finding the funds. Another issue is that there a big difference 
in how a company decides to raise its funds depending on the stage of the circle 
of the company’s life.  The stages are four: starting, expansion, high-growth, 
mature growth and finally, decline. At the stage of maturity growth the firm is 
more willing to use debt in order to raise money because of the trust and the 
reputation that  have been created during the years.  The ranking, according to it, 
the firms choose to raise funds is: external debt, external equity, common stocks 
and convertible bonds. Nonetheless, another option is the retained earnings are 
the amount of the net income which is retained by the company rather than 
dispersed to its holders as dividends. This exists because of the advantage of not 
depending on the markets and how much they price their securities. Moreover, 
the decision of choosing the right financial instrument should proportionate with 
the optimal debt ratio of the company. The debt ratios can be reversed   by 
creating new debt to minimize equity and vice versa. Another way is to reduce 
the existing assets in order to also reduce the debt or the equity. New investing 
projects could be financed with debt or equity. Finally, the dividends that are 
returned to the stockholders can be either increased or decreased. 
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3.1 Trade off theory of capital structure  
 
The trade off theory of capital structure refers to the idea that the company makes 
the choices on how much debt and how much equity to use in the balance sheet. 
Firstly Kraus and Litzenberger considered a balance between the dead weight 
costs of bankruptcy and the tax saving benefits of debt. Sometimes the agency 
cost is included in the balance. One of the most important purposes of the Trade 
Off theory is to explain the fact that companies are usually financed partly with 
debt and also partly with equity. The theory states both the advantages and 
disadvantages of financing with debt. For example an advantage of financing 
with debt is the tax benefits of debt. On the other hand the cost of financing with 
debt is the financial distress such as bankruptcy costs of debt and non bankruptcy 
costs. According to the Trade Off the marginal benefit of further increases in 
debt declines when there is debt increase, while the marginal cost increases, so 
that the company that is optimizing its overall value focusing in this trade off 
when choosing how much debt and how much equity to use in order to finance.  
The trade off model recognizes that the target debt to equity ratio is unobservable 
in empirical terms and also uses a reduced form equation to estimate with direct 
way the partial adjustment parameter which is known as the speed of adjustment. 
In addition the Trade Off theory makes the assumption that firms can’t 
accomplish their target leverage instantly but adjust their realized debt to equity 
ratios over time. So the companies use the last period’s difference between the 
realized debt to equity ratio and their target debt to equity ratio. With that way 
the firms achieve a more desirable debt to equity ratio in the next period. 
The model that best describes the Trade Off theory is the following: 
                                                                                      (3.1.1) 
Where Di,t is the realized debt to equity ratio in period t 
DI,t is the targets debt to equity ratio  
Δ is the difference operator  
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 γ is the partial adjustment coefficient and also 0     
and ei,t is a regression error. 
 
3.2 Pecking order theory 
 
Another theory of the capital structure of a firm and its financing decisions is the 
Pecking Order Theory or the Pecking Order Model. That theory was developed 
by Steward C. Myers and Nicolas Majluf in 1984. According to the Pecking 
Order theory the firms prioritize their financing sources according to the 
Principle of least effort or of least resistance. That means that the companies 
prefer to raise equity as a financing means of last resort. Firstly internal funds are 
used and then debt is issued and when there is no more debt to issue equity is 
used. 
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4. THE DATA 
 
This report examines M&As in the Maritime transportation Industry from the 
year 2000 until 2008. The main sources for the extraction of the data are 
Thomson ONE Database which has registered more than 200,000 M&As 
globally since 1976, another one is Bloomberg database providing full 
information about the M&As in the Shipping Sector, as well as the companies’ 
balance sheets, income statement and all other financial statements including 
financial analysis report. Moreover, there were files in the Bloomberg Database 
that could give description of the companies’ performance and activities in 
general. Even though there was a huge number of M&As in the Maritime sector, 
still only some of the companies provided information and data via internet and 
other databases. This matter could be explained in the point of listing in the stock 
exchanges view. It is general truth that a big portion of the shipping companies 
are not listed in any stock exchange worldwide and they still remain private 
companies, in which case it is not mandatory for them to publish financial 
statements. What is more, quite a few M&As were not eventually completed due 
to unknown reasons, so they could not be included to our survey. Another 
important issue was that some M&As were made by acquirers of unknown 
industries or nationalities and that kind of M&As were excluded in this paper not 
only due to lack of information, but also were characterized as irrelevant subject. 
In the shipping transportation industry it is very common the phenomenon of 
joint ventures, deals where one of the parent companies absorbs its subsidiary 
holding their shares, such cases appear in this project. Furthermore, there were 
cases in which the acquirer and the target companies were the same companies, 
these M&As were not part of this investigation as this business deal was an intra-
corporate financial capital restructuring. The data set does not include yachting 
facilities, marinas and passengers tour boats companies as these companies are 
not considered to be part of the maritime transportation industry, but they belong 
to the entertainment and tourism industry. Additionally, the companies that are 
investigated are all listed to a stock exchange. The vast majority of the firms 
included in this report are listed in New York Stock Exchange (NYSE) and in 
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NASDAQ, yet there are other companies which are listed to other stock 
exchange such as London Stock Exchange and Frankfurt Stock Exchange.  
Another source of information was the yahoo Finance from which the stock 
prices of the companies were extracted. For each M&A the investigating years 
were the year that was announced the transaction deal and the next year. In 
purpose to have all the calculations in United States Dollar (USD), there was use 
of Currency Converter yahoo finance. Moreover, there was no limitation in the 
payment type of M&As deals. In most cases the payment types were cash and 
stock while in others was only cash.  The classification of the maritime transport 
business includes the companies offering shipping services and companies which 
have port-related services. 
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5. GENERAL ANALYSIS – THE FINDINGS 
 
The financial deals which are concerned in this report are all collected from the 
Bloomberg database and Thomson One database.  The sample is constructed by 
45 cases of M&As where the acquirer strictly belonged to the Maritime 
Transportation sector. All the cases are complete deals and are settled during the 
past decade globally. There are asset acquisitions, such as ships, but the major 
issue was the mergers or the acquisitions between shipping companies. 
Moreover, the nationality of the acquirer is not always the same with the 
nationality of the target. Additionally, the cases of different nationalities are 
prevailing those which are domestically settled. The shipping industry is a global 
market with many investors and stockholders. Yet, there are many flaws in the 
legislation about the taxation and tax deduction in the maritime transportation 
industry worldwide and therefore the shipping companies are trying to get 
advantage of the use of flags at their convenient disposal. For these reasons there 
are fewer M&As in the shipping sector all over the world, comparing to the other 
industries. 
The cases which are investigated in this report are exhibited in the table below: 
5.1 Table – M&As 
Announce 
Date 
Target Name Acquirer Name Announced Total 
Value (mil.) 
29/1/2008 Quintana Maritime 
Ltd 
Excel Maritime 
Carriers Ltd 
2095.69 
6/10/2008 Unnamed Target DryShips Inc 1369.95 
16/3/2004 Naviera F Tapias SA Teekay Corp 1349.92 
13/12/2004 Stelmar Shipping 
Ltd 
Overseas 
Shipholding Group 
Inc 
1305.4 
16/3/2005 Seabulk 
International Inc 
SEACOR Holdings 
Inc 
1015.23 
16/12/2002 Navion ASA Teekay Corp 840.63 
14/5/2008 Ocean RIG ASA DryShips Inc 690.8 
1/3/2005 Navios Maritime 
Holdings Inc/Old 
Navios Maritime 
Holdings Inc 
607.5 
6/8/2008 Arlington Tankers 
Ltd 
General Maritime 
Corp 
509.63 
26/3/2004 Sociedade 
Portuguesa de 
Navios Tanques SA 
General Maritime 
Corp 
503.5 
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5/2/2007 Kleimar NV Navios Maritime 
Holdings Inc 
214.15 
26/6/2007 Multiple Targets K-Sea 
Transportation 
Partners LP 
205 
31/8/2001 Navion ASA Statoil ASA 175.15 
6/9/2005 Prism Gas Systems I 
LP 
Martin Midstream 
Partners LP 
100 
3/5/2006 Global Power 
Holding Co 
Kirby Corp 100 
6/3/2001 Ugland Nordic 
Shipping 
Teekay Corp 97.96 
25/1/2005 Brodsworth 
Enterprises Ltd 
Torm A/S 82 
23/8/2005 Sea Coast Towing 
Inc 
K-Sea 
Transportation 
Partners LP 
81.47 
14/3/2008 M/V Nord Wave Star Bulk Carriers 
Corp 
72 
    
30/5/2001 Sea Truck Holding 
AS 
Gulfmark Offshore 
Inc 
61.81 
23/4/2002 Rederi AB Nordo 
Link 
Finnlines OYJ 59.52 
28/9/2000 VLCC M/T General 
Ace 
Frontline 
Ltd/Bermuda 
53 
30/7/2002 AMPORTS' 
Aviation Business 
Macquarie Global 
Infrastructure Fund 
50.29 
23/4/2001 Mosvold Shipping 
Ltd 
Frontline 
Ltd/Bermuda 
35.61 
26/5/2000 Golden Ocean Group 
Ltd 
Frontline 
Ltd/Bermuda 
33 
30/4/2007 Woodlawn Pipeline 
Co Inc 
Martin Midstream 
Partners LP 
32.7 
29/8/2003 Texas Mexican 
Railway Co 
Grupo TMM SA 32.68 
3/7/2006 PANAMAX M/V 
RAINSHADOW 
Ship Finance 
International Ltd 
28.4 
28/10/2003 Tesoro Marine 
Services LLC 
Martin Midstream 
Partners LP 
26.8 
28/3/2006 Diana Shipping 
Services SA 
Diana Shipping Inc 20 
18/7/2005 CF Martin Sulphur 
LP 
Martin Midstream 
Partners LP 
18.8 
28/2/2007 McKinney Group of 
Cos 
Covanta Holding 
Corp 
15 
9/7/2007 Saunders Engine and 
Equipment Co Inc 
Kirby Corp 13.2 
21/7/2006 Marine Engine 
Specialists Inc 
Kirby Corp 6.86 
31/10/2006 Multiple Targets Martin Midstream 
Partners LP 
4.84 
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30/6/2007 Mega Lubricants Inc Martin Midstream 
Partners LP 
4.74 
20/6/2008 Teekay Petrojarl 
ASA 
Teekay Corp 44.71 
30/4/2008 Consent Equipment 
AB 
CAI International 
Inc 
40 
15/10/2007 Chembulk Tankers 
LLC 
Berlian Laju 
Tanker Tbk PT 
850 
27/4/2006 Fouquet Sacop SA Camillo Eitzen & 
Co ASA 
274.74 
21/12/2001 F&B Sales Ltd Stolt-Nielsen SA 1.88 
12/6/2006 Silja OYJ ABP Tallink Group PLC 592.23 
31/7/2003 Cory Brothers 
Shipping Agency 
Ltd 
Braemar Shipping 
Services PLC 
2.42 
30/4/2002 MTL Petrolink Corp Neptune Orient 
LinesLtd/Singapore 
                                             
18 
 
 
   
At this stage of report, the analysis will be based on the average values of each 
factor as benchmarks in the shipping sector concerning the decade of 2000 – 
2009. The results are going to estimate the overall performances of the 
companies the year the M&As are completed and the next year of these business 
deals. After collecting the data for the companies of the sample the following 
ratios and indicators of the capital structure were calculated. All the information 
were extracting from the Bloomberg database and Thomson One database. The 
calculations were executed in a Microsoft Office Excel file according to the 
formulas given in the section of Methodology in this paper. The ratios are 
separated in two categories, the first is about the years that the M&As are 
completed and the second one includes all the financial elements from the 
following year of the M&As. In the sample were not included financial data that 
their values were extremely excessive or in opposite, extremely low. This 
happened for the reason that the average value of each indicator would not reflect 
the true picture of the companies. All the numbers that are translated in currency 
are in USD. In the cases where the countries’ currencies were not USD, (for 
example: British Pounds GBP, Euros), the necessary changes according to the 
currency converter have been made. The produced ratios are chosen to give a full 
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view of the consequences in the shipping companies after big business deals 
were arranged and settled. Moreover, important results can be conveyed from 
this project such as the performance of the companies. The companies which had 
been selected were at a great respect among the other companies in the Maritime 
Transportation Industry market and those business deals always have big impact 
in the image of the firms. What is more, there have been calculations in order to 
estimate the rating for each and every company before the M&As and after the 
M&As. The rating range can vary from AAA (safest) to D (default). Rating at or 
above BBB (this by S&P, for Moody’s is Baa) can be categorized as investment 
grade through the view of the rating’s agency adding a relatively default risk. 
Companies which are estimated below BBB are characterized as high-risk 
companies. These tables are exhibited in the Appendix Indices. There are no few 
cases where the company had higher rating before the deal and after the M&A 
the rating became lower. On the other hand, many companies got higher ratings 
after the M&As and in some cases the rating after the deal reached the league of 
the best. The rating estimations were made in the Microsoft Excel file which was 
accompanied with the book of Damodaran Aswath, Applied Corporate Finance, 
2
nd
 Edition, 2006, Wiley. In the same Excel file it was also estimated the default 
spread of each company. There is a risk in every company for default which is 
related to the earnings before interest and taxes (EBIT), current interest expenses 
and current long term government bond rate (risk free rate). Furthermore, the 
rating and the default risk of the companies are also depended on their size and 
how risky they are. Additionally, the default spread that come with the 
company’s rating offer an essential first step, although it only measures the 
premium for default risk. This Excel file can estimate, apart from the default risk 
and the rating, the cost of debt and the interest coverage ratio. At this point, it has 
to be mentioned for the calculations the EBIT of each company was used. EBIT 
or so-called operating income, measures the profitability of a firm but not 
including the interest and income tax expenses. When the investors, the 
stockholders or bondholders are planning a change in the capital structure of a 
firm, the first thing to be evaluated is the earnings potential of the company that 
are reflected by EBIT and EBTIDA (earnings before interest, taxes, depreciation, 
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and amortization), then is made the decision about the optimal use of equity 
versus debt. The EBIT is stated in the Income Statement of every enterprise, so 
can be accessed easily.  
 
 
5.2 Ratio Analysis – Measures of Profitability 
 
An important and extremely essential tool to understand and interpret the 
financial statements is the ratio analysis. In fact, it may be misunderstanding and 
misleading when examines the financial statements at a first glance. Ratio 
analysis helps at a great level in focusing and directing the attention of what a 
firm’s situation has to reveal. What is more, ratios have the power and the 
strength to identify and underscore any successful or bad performances. 
Moreover, any kind of changes, irregularities, surprises can be perceived and 
maybe it is essential any further investigation for the sustainability of the 
company in the future or even currently. The relationship between several data 
and the financial statements can be described through hundreds of ratios. It is 
always important to be aware of which aspect of the firms’ performance we are 
looking to, because sometimes they may be misleading and misinterpreted. 
The tables below show the calculated ratios divided in two periods as it is 
mentioned above. At this stage the ratio analysis and the capital structure follow. 
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5.2.1 Table – Financial Ratio Analysis 
Ratios (Benchmarks) Year M&As Completed  Year After the M&As 
ROA 0.10 0.09 
ROE 0.30 0.21 
ROC 0.16 0.13 
EPS 1.75 1.82 
TIE 6.06 3.66 
D/E 3.29 2.33 
Dividend yield 0.09 0.09 
P/E 11.13 27.69 
Interest Coverage Ratio 4.69 4.25 
Current Ratio 1.43 1.67 
Working Capital -321,622,738.10 324,922,619.05 
 
The first and very important ratio is Return on Assets (ROA), which estimates 
the operating ability of a company in making profits from its assts. The average 
ROA in the year that M&As were completed was 0.10, while in the year after the 
M&As the ratio dropped its value at 0.09. There a slight difference in the two 
periods but this indicates that the companies in the year after the M&As showed 
having less ability to generate profits from their assets. The second ratio is about 
Return on Equity (ROE) that measures the ability of a firm to make profits from 
the equity investors’ point of view correlated to the equity which was invested. 
As we can see in the first period the value of ROE is equal to 0.30 while the 
average number in the second period shows a decline and the ratio is equal to 
0.21. Comparing those two numbers we can realize that in the second period the 
companies as a whole did not manage to do a well use of the investment funds in 
order to generate profits. Next ratio is Return on Capital (ROC) measures the 
return related to the operating income to the capital invested in the firm, from the 
table above we can see that in the first period the ratio was equal to 0.16, while in 
the second period the ratio decreased at 0.13. These results show that the true 
return earned on capital employed was less the year after the M&As have 
completed. Moreover, the companies did not manage to increase their profits 
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margin or to utilize to increase their sales. Another valuable and useful ratio is 
the Earnings Per Share (EPS), which measures the total earnings of the 
companies’ equity holders. As we see the earnings in the second period were 
raised as the EPS is 1.82, while in the first period the ratio is 1.75. That indicates 
that after the M&As were completed the shareholders had earned more earnings 
from their equity.  The ratio Times Interest Earned informs all the investors and 
the shareholder about the ability of the companies to pay back their debts. In 
order to complete or to continue the procedures of M&As, the companies got 
loans and created liabilities most to banks. Hence, their ability to meet their debt 
payments was fairly decreased at second period as the ratio TIE dropped from 
6.06 to 3.66. At this point, it has to be underscored the fact that some companies 
were excluded from the sample because they appeared to have an excessive TIE 
because of almost zeros interest expenses and charges. Next is the most well-
known and very important ratio the Debt to Equity ratio. This ratio can estimate 
the debt as a proportion of the book value of equity of the company. In other 
words information can be extracted from the balance sheets of the firms about 
their leverage which is related to the debt as way of financing the investments. 
So, the debt to equity ratio calculates the leverage by dividing the total debt by 
the stockholders equity. It has to be mentioned that in this report it was used the 
market value of equity and the book value of debt was considered to be equal to 
its market value. From the table above it is obvious that there was a decrease in 
the second period as in the first period it was assessed to be 3.29 and then it 
dropped to 2.33, almost 1 unit loss.  Dividend Yield is a significant measure 
because it assesses the total returns from the dividends which also depend on the 
price per share. Additionally, Dividend Yield could also be considered as a risk 
measure from the investors, the higher a dividend yield is the more excessive the 
returns are. For both periods the dividend yield remains the same 0.09 which 
means that the total returns from the dividends were stable after the M&As were 
completed. What is more, the most essential and important ratio to estimate the 
company’s market value of equity to the company’s earnings is the Price – 
Earnings ratio (P/E) which is calculated by dividing the average share price by 
the Earnings per Share (EPS). The P/E ratio is depended on the firm’s leverage. 
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According to Jonathan Berk and Peter DeMarzo, Corporate Finance, 2007, (pg. 
31), the negative values of P/E ratio have no use so the companies which 
appeared to have negative ratios were not included. After the appropriate 
calculations were made the P/E ratio for the first period is equal to 11.13 and for 
the second period the ratio is 27.69, this increase can be explained easily because 
the M&As result in the growth of the firms’ value. The next ratio that is 
following is the Interest Coverage ratio which gauges the company’s ability to 
pay its interest payments from pre-tax earnings and pre-debt, however, this ratio 
does not estimate the ability of the firm to pay back the principal on outstanding 
debt. Moreover, the higher interest coverage ratio is the more possible for the 
firm to meet the payments from its earnings. A paradox of this ratio is that even 
though many firms may have the same interest coverage ratio they might be at 
different levels of risk. The average of the interest coverage ratio appears to be 
4.69 for the first period, while for the second is 4.25, this means that after the 
M&As were completed the ability of the companies to pay back the principal on 
outstanding debt was declined. Next follows the Current ratio which is calculated 
by the formula: Current assets / Current Liabilities (CA/CL). This ratio measures 
the short-term liquidity of the company. The flaw of the current ratio stands in 
the lack of information of the actual inventories and accounts receivables the 
companies have. It could be misleading a high current ratio containing huge 
current assets because at the same time the level of liquidity could be very low, 
but in general it is a useful tool of estimating the liquidity. Comparing the two 
periods on the ground of the current ratio, it could be realized that the second 
period represents a more liquid situation of the firms. The results in the table 
above show that in the first period, CA/CL is 1.43 and in the second 1.67.  The 
last ratio is the Working Capital ratio which is calculated by subtracting from the 
current assets the current liabilities (CA-CL). This ratio is a tool for measuring 
the operating liquidity of the firms. The Working Capital can be well thought-out 
to be part of operating capital. In the case that the Working Capital is negative 
(current liabilities are more than current assets), is considered to be Working 
Capital deficit. This case appears in the first period of the report’s investigation 
having the result -321,622,738.10, in the second period the result is equal to 
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324,922,619.05.  The positive Working Capital is mandatory for the stability and 
the security that the companies are able to continue their operations while at the 
same time have enough funds for their debts and their operational expenses. 
5.2.2 Table – Capital Structure Analysis  
 Capital Structure 
(Benchmarks) 
Year M&As Completed 
 
 
(in USD) 
Year After the M&As 
completed 
 
(in USD) 
MV of Equity 6,782,071,884.75 5,356,471,864 
MV OF Debt 2,224,270,666.67 1,658,368,293 
Firm Value 9,006,342,551.42 7,014,840,157 
Interest expenses 193,605,658.54 121,079,487 
Cost of equity 9.47% 10.31% 
Cost of Debt 8.20% 7.76% 
WACC 8.60% 8.73% 
 
Continuing the research of the project, there is an exhibition of the key factors of 
the Capital Structure procedures as it is shown to the above table. The first key is 
the Market Value of Equity which was gauged by multiplying the shares 
outstanding of each company with the average price of the stocks. In the first 
period the average market value of equity of the firms is 6,782,071,884.75$ 
while in the second is 5,356,471,864$, so the market value of equity in the 
second period is decreased. Additionally, the Market Value of Debt is considered 
to be equal with the Book Value of Debt is extracting from the financial 
statements of the entities from the Total Liabilities. There is diminishing in the 
amounts of the market value of debt from the first period to the second as it is 
shown to the table: 2,224,270,666.67$ become 1,658,368,293$. The firm value 
can be considered as the market value of the company as a whole. It is the sum of 
the market values of equity and debt. As it is expected the firm value of the 
companies for the first period is greater than the second period, 
9,006,342,551.42$ become 7,014,840,157$. Another element which is extracted 
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from the financial statements is the interest expenses. These expenses are the 
price that the companies pay for borrowing funds. There is an obvious decline of 
these expenses from the first period to the second:  193,605,658.54$ become 
121,079,487$. The next step is to estimate the Cost of Equity which represents 
the expected return of the company that the stockholders demand. Having 
collected the required data, (from Bloomberg, Thomson One and other well-
known financial sources such as Yahoo Finance), betas, the risk-free rates and 
the premiums the cost of equity was gauged. The first period the cost of equity 
reached the 9.47%, while in the second period the percentage of returns the 
investors require from the firms in order to invest is 10.31%. These results reveal 
the sense that higher returns are required after the M&As were completed from 
the investors in order to invest their money to the entities. Furthermore, the cost 
of debt which follows is the cost that a firm has in order to borrow money and 
finance its projects. In the first period the value of this cost is 8.20% while in the 
second period there is a decrease reaching the value of 7.76%. So there is less 
cost required, after the M&As were completed, for borrowing funds. The last 
component of the Capital Structure is the Weighted Average Cost of Capital 
(WACC) which requires an amount of return to evaluate an investing project as 
having an important effect on the firm. The WACC is the cost of capital but its 
components are weighted. When the WACC increases (betas and expected 
returns increase), there is higher risk for the company while at the same time the 
valuation decreases. The WACC in the first period is 8.60% and at the second 
period the WACC increases 8.73% so there is higher risk for the companies.  
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5.3 Debt – Equity 
5.3.1 Table – Debt vs Equity Before M&As 
 
As we see from the chart above only the 25% of the total capital is occupied by 
the debt and the rest by the equity.  
 
5.3.2 Table – Debt vs Equity After M&As 
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This chart shows the next year change in the capital structure of the companies 
after the M&As were completed. The debt is raised to 25.30% and consequently 
the equity decreased reaching the percentage of 74.70%.  In conclusion, there are 
no substantial differences between the percentages. 
 
5.4 Types of Payment 
 
The acquirer companies of the sample have several ways in paying the amount of 
money in order the M&As to be completed. The most usual way is the payment 
in cash; in this case there is only transfer of money from the acquirer company to 
the target one. Moreover, an acquirer paying in cash shows a signal of strength 
and high capability to the market. The next category concerns the payment in the 
acquired company in both cash and stock. Apart from the cash which is the most 
common way, the bid firm issues shares to the shareholders of the acquired 
company, the proportion of the stocks is equivalent to the value of the target 
entity. According to Hansen (1987), the difference between stock and cash offer 
is that the latter does not depend on the M&A returns; however stock payment is 
strongly related to those returns. It is frequently observed that when the stocks of 
the acquirer company are at high prices or overvalued then there is stock 
payment. On the contrary, when bidders’ stocks are at low prices or undervalued 
then they pay in cash. Nonetheless, De, Fedenia and Triantis (1996) argue that 
the combination of both payments is not viable as individual ways. Another type 
contains 3 factors; cash, stock and debt. Part or even the entire debt of the target 
company is bought by the bid company; this type is the least followed. This type 
of payment is very antagonistic in the market and it is followed in order to be 
avoided an unexpected share price decrease. Additionally, in this way the 
acquirer deliberates in tax reduction. There are only few cases where the 
payment is settled only by stock. The table below shows the percentages of the 
types of payments which the sample of the M&As are arranged.  
 
IHU MSc In Banking and Finance 
Candidate 
Numbers:1103100022, 
1103100023 
 
 43 
 
 
 
5.4.1 Table – Types of Payment 
 
 
 
5.5 Credit Facility 
 
After searching the annual reports of all companies of the sample, it is detected 
that all the companies have taken loans from banks to refinance their debts in 
order to settle the mergers or the acquisitions. In all cases the companies borrow 
millions of dollars under the credit facility. The interest expenses which have to 
be paid are ranged according to the LIBOR of the year the loan is arranged. The 
average amount of loans is up to $550 million. This funds are used apart from 
M&As and for other operations in each firm. The line of credit is the most well-
known tool for the companies to finance their debts. As far as the line of credit is 
concerned, the banks provide loans to the firms according to their debt capacity. 
74%
16%
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6. CONCLUSIONS- SUMMARY 
 
The aim of this paper is to provide the empirical results in the capital restructure 
of the shipping companies in the Maritime Transportation industry, which are all 
listed in the Stock Exchanges, after the events of Mergers & Acquisitions. All the 
data and the cases are taken place in the decade of 2000-2009. As it is discussed 
previously, the events of the mergers and acquisitions have serious and strong 
impacts to the acquirer companies. Certainly, those activities are settled in the 
purpose of stabilization and getting a greater part in the market. The paper 
investigates the implications of the capital structure of the bidder firm and how it 
is affected by the M&As. The sample of 45 different cross border cases of 
M&As are investigated individually and then there is an average in their prices as 
benchmarks. The results give a significant picture of how the capital is 
restructured. Special attention is paid to the way the debt and the equity are 
financed for the investment projects. The profitability measures, such as financial 
ratios, explain the performance of the companies before and after the M&As are 
settled.  The outcomes of this survey report, on the grounds of the specific 
sample, that even though the average performance in the second period did not 
succeed to outweigh the performance of the second one, the stockholders’ 
earnings are raised by receiving their dividends. Nevertheless, the dividend yield 
which show the excessive returns remains the same in both periods. Furthermore, 
there is clear evidence, after calculating cost of debt, cost of equity and WACC 
that the companies become much riskier as the investors expect more returns to 
in order to invest their money to those shipping companies. What is more, the 
change in the proportion of debt and equity is not significantly changed, being 
the percentage of equity 3 times bigger than debt’s.  
Finally, this paper has investigated the cases of M&As as a total and therefore, it 
should be treated with consideration and caution. The results of individual 
merger or acquisition may differ from the report’s benchmark. However this 
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paper tries to explore the changes and the impacts of the acquirer companies in 
their capital structure and profitability. 
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8. APPENDICIES 
 
Appendix 1. 
Inputs for synthetic 
rating estimation 
       Enter the type of firm 
= 2 
(Enter 1 if large manufacturing firm, 2 if smaller or 
riskier firm, 3 if financial service firm) 
  Enter current Earnings before interest 
and taxes (EBIT) = 
 
145500000 
(Add back only long term interest expense 
for financial firms) 
Enter current interest 
expenses = 
  
22400000 
(Use only long term interest 
expense for financial firms) 
 Enter current long term government 
bond rate = 
 
4,64% 
     
Output 
          Interest  coverage ratio 
= 
 
6,50 
       Estimated Bond Rating 
= 
 
A 
       Estimated Default 
Spread = 
 
1,00% 
       Estimated Cost of Debt 
= 
 
5,64% 
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Appendix 2. 
 
 EXCEL MARITIME 
CARRIERS LTD 
DRYSHIPS INC STARBULK 
CARRIERS CORP 
YEAR 2008 2009 2008 2009 2008 2009 
Net income -56054000 339600000 -361300000 -32400000 133740000 -58420000 
Interest 
expenses 63200000 54900000 96400000 97100000 10200000 9900000 
Interest tax 
savings 164320 142740 57840000 58260000 0 0 
Total assets 3316800000 3130200000 4842700000 5799100000 891380000 760640000 
Shareholder 
equity 1038500000 1481000000 4029981945 1867287413 62840000 65640000 
B.V of debt 2263411000 1643900000 3551100000 2994500000 331200000 261400000 
B.V of 
equity 1038500000 1481000000 4029981945 1867287413 891380000 65640000 
Cash  109800000 134500000 624500000 1045000000 29480000 40140000 
Shares 
outstandig 46100000 79800000 70600000 280300000 58410000 61100000 
Dividend 1,2 0 0 0 0,98 0,1 
M.V of 
equity 1248026576 563426457,8 4029981945 1867287413 443733818 184352277,8 
Current 
assets 127100000 148100000 720400000 1180700000 42270000 60830000 
Current 
Liabilities 314900000 217200000 2525000000 1896000000 57290000 71090000 
Risk free 
Rate 4,52% 4,40% 4,52% 4,40% 4,52% 4,40% 
Beta 1,56 1,64 2,79 3,21 2,79 3,21 
Rating D A D C AA D 
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 GENERAL 
MARITIME 
K-SEA 
TRANSPORTATION 
DIANA SHIPPING 
YEAR 2004 2009 2005 2008 2006 2007 
Net 
income 
315109000 -12000000 8000000 25300000 61100000 134200000 
Interest 
expenses 
37852000 37300000 6600000 23000000 3200000 5600000 
Interest 
tax savings 
0,00% 0,00% 133320,00 464600,00 0 0,00% 
Total 
assets 
142726100
0 
144530000
0 
273300000 798300000 510700000 944300000 
Sharehold
er equity 
890426000 364900000 140500000 277100000 363100000 799500000 
B.V of 
debt 
486597000 108030000
0 
131300000 518600000 147600000 144900000 
B.V of 
equity 
890426000 364900000 140500000 277100000 363100000 799500000 
Cash  46921000 52700000 1300000 1800000 14500000 16700000 
Shares 
outstandig 
75000000 58200000 8800000 13700000 53100000 74400000 
Dividend 0 0 2,2 3 1,5 2,1 
M.V of 
equity 
6,6782E+1
6 
2,12372E+
16 
203090031
,7 
307954339
,9 
474862087
,6 
144167933
1 
Current 
assets 
152145000 108500000 19900000 64900000 19100000 21500000 
Current 
Liabilities 
84120000 56200000 17600000 85500000 7600000 21000000 
Risk free 
Rate 
4,70% 4,40% 4,63% 4,52% 4,65% 4,64% 
Beta 1,444 1,413 0,431 1,413 1,041 1,905 
Rating AA C B B AAA AAA 
 
 
 
 
 
 
 
 
 
IHU MSc In Banking and Finance 
Candidate 
Numbers:1103100022, 
1103100023 
 
 53 
 
 
 
 FRONTLINE LTD MARTIN 
MIDSTREAM 
KIRBY CORP 
YEAR 2000 2002 2003 2008 2006 2008 
Net 
income 
314670000 -8960000 11980000 42800000 95500000 157200000 
Interest 
expenses 
96420000 71780000 2000000 19800000 15200000 14100000 
Interest 
tax savings 
366396 272764 121000 1197900 5777520 5359410 
Total 
assets 
278099000
0 
303474000
0 
139690000 668900000 12711000
00 
152610000
0 
Sharehold
er equity 
103556000
0 
122697000
0 
45890000 230700000 63200000
0 
890100000 
B.V of 
debt 
154667000
0 
162604000
0 
64730000 434200000 63610000
0 
632500000 
B.V of 
equity 
103556000
0 
122697000
0 
45890000 230700000 63200000
0 
890100000 
Cash  103510000 92080000 2270000 11600000 2700000 8600000 
Shares 
outstandig 
78070000 76470000 7150000 14500000 53000000 53500000 
Dividend 1,05 1,16 1,81 2,9 0 0 
M.V of 
equity 
117041269
,4 
102910267
,2 
90672214,
29 
324100790
,5 
17565366
00 
4,76204E+
16 
Current 
assets 
292650000 233010000 51660000 130700000 24960000
0 
279500000 
Current 
Liabilities 
290390000 259820000 26790000 124700000 16690000
0 
173100000 
Risk free 
Rate 
5,41% 5,11% 4,82% 4,40% 4,65% 4,52% 
Beta 2,618 1,074 0,114 1,618 0,77 0,862 
Rating BBB CCC D B AA AAA 
 
 
 
 
 
 
 
 
 
 
IHU MSc In Banking and Finance 
Candidate 
Numbers:1103100022, 
1103100023 
 
 54 
 
 
 
 SHIP FINANCE 
INTERNATIONA 
CAI 
INTERNATIONAL 
OVERSEAS 
SHIPHOLDING 
YEAR 2006 2007 2008 2009 2004 2005 
Net income 180800000 167700000 -27000000 13600000 401240000 464830000 
Interest 
expenses 
113600000 130400000 9300000 4300000 74150000 89490000 
Interest 
tax savings 
0 0 1554030 718530 0 0 
Total 
assets 
255370000
0 
295000000
0 
412600000 37410000
0 
268080000
0 
334868000
0 
Shareholde
r equity 
600500000 614500000 113800000 12910000
0 
142637000
0 
187603000
0 
B.V of 
debt 
195310000
0 
233560000
0 
298800000 24500000
0 
456760000 804100000 
B.V of 
equity 
600500000 614500000 113800000 12910000
0 
142637000
0 
187603000
0 
Cash  77500000 105200000 28500000 14500000 479180000 188590000 
Shares 
outstandin
g 
72700000 72700000 17900000 17900000 39400000 39450000 
Dividend 2,1 2,2 0 0 0,7 0,7 
M.V of 
equity 
4,36564E+1
6 
145714550
6 
210576873,
5 
99388329,
4 
149002982
5 
196196434
5 
Current 
assets 
307200000 333600000 81000000 63400000 645620000 384890000 
Current 
Liabilities 
173700000 227900000 45200000 38500000 200740000 132210000 
Risk free 
Rate 
4,65% 4,64% 4,52% 4,40% 4,70% 4,63% 
Beta 0,776 1,321 1,303 13600000 1,149 1,503 
Rating B+ B D A- A A- 
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 GRUPPO TMM CAMILLO EITZEN TALLINK GROUP 
YEAR 2003 2004 2006 2007 2006 2007 
Net 
income 
-577550000 -
123800000
0 
27730000 11283000
0 
11641000
0 
88630000 
Interest 
expenses 
221069000
0 
107828000
0 
280000000 83060000 23370000 66420000 
Interest 
tax savings 
0 0 0 0 0 0 
Total 
assets 
322976200
00 
286723000
00 
828320000 25623300
00 
21207400
00 
23157700
00 
Sharehold
er equity 
978110000
0 
768618000
0 
258070000 84329000
0 
74220000
0 
88330000
0 
B.V of 
debt 
162889200
00 
534626000
0 
352920000 11661500
00 
11079800
00 
11790300
00 
B.V of 
equity 
978110000
0 
768618000
0 
258070000 84329000
0 
74220000
0 
88330000
0 
Cash  853040000 71050000 51550000 25025000
0 
11512000
0 
11362000
0 
Shares 
outstandin
g 
56960000 56960000 39550000 43260000 67382000
0 
67382000
0 
Dividend 0 0 0,41 5 0 0 
M.V of 
equity 
904813004 827208381 452937386
,4 
49972883
4 
35099553
33 
15582211
42 
Current 
assets 
473433000
0 
270630300
00 
226720000 53413000
0 
22518000
0 
21937000
0 
Current 
Liabilities 
101362700
00 
144303300
00 
153890000 35612000
0 
25380000
0 
32986000
0 
Risk free 
Rate 
4,82% 4,70% 4,65% 4,64% 4,15% 4,16% 
Beta 0,776 1,321 1,248 -0,136 -0,108 0,509 
Rating C D AAA CC BBB B- 
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 FARSTAD SHIPPING 
ASA 
FORTH PORTS PLC ACM SHIPPING PLC 
YEAR 2003 2004 2007 2008 2007 2009 
Net 
income 
33010000 45920000 50240000 -90740000 4250000 10030000 
Interest 
expenses 
21490000 1 26820000 26110000 0,0001 90000 
Interest 
tax savings 
0 0 7313814 7120197 0,0 25569 
Total 
assets 
967190000 102630000
0 
115829000
0 
799730000 12320000 34220000 
Sharehold
er equity 
307840000 335360000 585490000 335520000 2870000 17430000 
B.V of 
debt 
501170000 520640000 407440000 303160000 -1110000 -7060000 
B.V of 
equity 
307840000 335360000 585490000 335520000 2870000 17430000 
Cash  77620000 76670000 14470000 6850000 1110000 7060000 
Shares 
outstandin
g 
39000000 39000000 45600000 45600000 15320000 17640000 
Dividend 0,35 0,74 0,95 0,53 0,04 0,15 
M.V of 
equity 
18592136,
78 
31580979,
4 
1,81997E+
11 
1,10462E+
11 
602385664
7 
496753316
3 
Current 
assets 
146440000 154750000 209970000 105520000 6640000 15630000 
Current 
Liabilities 
114280000 72410000 63450000 42850000 6380000 14770000 
Risk free 
Rate 
4,57% 4,44% 4,72% 4,69% 4,72% 4,57% 
Beta 0,13 0,63 0,353 1,254 0,036 -0,064 
Rating B AAA BBB BB AAA AAA 
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 INTERBULK GROUP 
PLC 
WINCANTON PLC BREAMAR SHIPPING 
SERVICES PLC 
YEAR 2007 2008 2002 2003 2003 2004 
Net 
income 
540000 1640000 29700000 37000000 5100000 2230000 
Interest 
expenses 
15090000 20460000 4800000 6000000 650000 630000 
Interest 
tax savings 
4516437 6123678 800160 1000200 186615 180873 
Total 
assets 
460500000 428440000 284700000 63840000
0 
50710000 72460000 
Sharehold
er equity 
119670000 110280000 8700000 24400000 28040000 39610000 
B.V of 
debt 
198900000 186970000 27000000 14770000
0 
3870000 -7600000 
B.V of 
equity 
119670000 110280000 8700000 24400000 28040000 39610000 
Cash  15100000 16590000 18600000 37000000 5130000 7600000 
Shares 
outstandin
g 
302890000 302890000 114740000 11491000
0 
17190000 18620000 
Dividend 0 0 0,1 0,1 0,18 0,22 
M.V of 
equity 
883951986
4 
283432684
3 
325769808
00 
3,6181E+1
0 
549554882
4 
101949033
61 
Current 
assets 
101630000 93640000 126700000 32600000
0 
12100000 25830000 
Current 
Liabilities 
135300000 123290000 181600000 36390000
0 
16650000 32240000 
Risk free 
Rate 
4,72% 4,69% 4,88% 4,75% 4,75% 4,78% 
Beta 0,576 0,004 0,224 0,29 0,173 -0,073 
Rating D B- A A A+ AA 
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 SEACOR HOLDINGS 
INC 
TORM A/S GULFMARK 
OFFSHORE INC 
YEAR 2005 2006 2005 2006 2001 2002 
Net income 170710000 234390000 299360000 234510000 37920000 23960000 
Interest 
expenses 49300000 59200000 25600000 40200000 12590000 12150000 
Interest tax 
savings 18615680 22353920 0 0 0 0 
Total 
assets 
288514000
0 
325298000
0 
181014000
0 
208902000
0 352050000 
48655000
0 
Shareholde
r equity 
136774000
0 
156397000
0 904650000 
128085000
0 134520000 
25478000
0 
B.V of debt 151740000
0 
168900000
0 905400000 908200000 185030000 
17053000
0 
B.V of 
equity 
136774000
0 
156397000
0 904650000 
128085000
0 134520000 
25478000
0 
Cash  484420000 506970000 156730000 33040000 22920000 9410000 
Shares 
outstandin
g 24820000 24520000 69600000 69240000 16400000 19910000 
Dividend 0 0 1,8 1 0 0 
M.V of 
equity 
159067888
9 
202138762
9 
118080097
6 
121652221
5 
247338451,
6 
33623785
9 
Current 
assets 839090000 938370000 282070000 120910000 53220000 46290000 
Current 
Liabilities 247910000 295510000 121840000 106320000 21960000 25930000 
Risk free 
Rate 4,63% 4,65% 4,63% 0,965 4,63% 0,965 
Beta 0,794 0,971 -0,129 0,971 -0,046 0,169 
Rating A- A AAA A+ A+ D 
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 DOCKWISE LTD NEPTUNE ORIENTLINES 
LTD 
YEAR 2007 2008 2002 2003 
Net income -75770000 46980000 -330160000 428830000 
Interest 
expenses 
90420000 0,001 134230000 110940000 
Interest tax 
savings 
0 0 0 0 
Total assets 1603190000 1753700000 4771050000 4063740000 
Shareholder 
equity 
553950000 576210000 587180000 1315270000 
B.V of debt 922350000 979970000 2471280000 709790000 
B.V of 
equity 
553950000 1753700000 587180000 1315270000 
Cash  15490000 21370000 334530000 542520000 
Shares 
outstanding 
12440000 12440000 1302390000 1579590000 
Dividend 0 0 0 0,02 
M.V of 
equity 
54471994,77 1493964979 2845524818 4946428345 
Current 
assets 
149780000 129200000 1051550000 1317690000 
Current 
Liabilities 
131400000 186150000 1059290000 1071020000 
Risk free 
Rate 
4,64% 4,52% 5,11% 0,0482 
Beta 0,119 0,432 0,379 0,72 
Rating D AAA D BBB 
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 NAVIOS MARITIME TEEKAY CORPORATION 
YEAR 2005 2008 2001 2009 
Net income 53500000 118530000 336520000 209800000 
Interest 
expenses 11900000 49100000 66250000 155400000 
Interest tax 
savings 449820 1855980 3637125 8531460 
Total assets 789380000 2253620000 2467780000 9510900000 
Shareholder 
equity 207760000 934780000 1417180000 2240100000 
B.V of debt 581600000 1318800000 755720000 6415200000 
B.V of 
equity 207760000 934780000 1417180000 2240100000 
Cash  37740000 133620000 174950000 485800000 
Shares 
outstanding 62090000 100490000 79380000 72700000 
Dividend 0 0 0,43 1,3 
M.V of 
equity 203481534,1 747020869,6 846265452 1306297833 
Current 
assets 114540000 505410000 267470000 864400000 
Current 
Liabilities 133600000 271530000 127330000 845900000 
Risk free 
Rate 4,63% 4,52% 5,41% 4,40% 
Beta 1,824 1,929 1,088 1,726 
Rating CCC CCC A- B 
 
